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performance-based payments) consid-
ered. Performance-based payment
amounts may be established on any ra-
tional basis determined by the con-
tracting officer, or agency procedures,
which may include (but are not limited
to)—

(i) Engineering estimates of stages of
completion;

(ii) Engineering estimates of hours or
other measures of effort to be expended
in performance of an event or achieve-
ment of a performance criterion; or

(iii) The estimated projected cost of
performance of particular events.

(3) When subsequent contract modi-
fications are issued, the performance-
based payment schedule shall be ad-
justed as necessary to reflect the ac-
tions required by those contract modi-
fications.

(c) Instructions for multiple appropria-
tions. If there is more than one appro-
priation account (or subaccount) fund-
ing payments on the contract, the con-
tracting officer shall provide instruc-
tions to the Government payment of-
fice for distribution of financing pay-
ments to the respective funds accounts.
Distribution instructions must be con-
sistent with the contract’s liquidation
provisions.

(d) Liquidating performance-based fi-
nance payments. Performance-based
amounts shall be liquidated by deduct-
ing a percentage or a designated dollar
amount from the delivery payments.
The contracting officer shall specify
the liquidation rate or designated dol-
lar amount in the contract. The meth-
od of liquidation shall ensure complete
liquidation no later than final pay-
ment.

(1) If the performance-based pay-
ments are established on a delivery
item basis, the liquidation amount for
each line item shall be the percent of
that delivery item price that was pre-
viously paid under performance-based
finance payments or the designated
dollar amount.

(2) If the performance-based finance
payments are on a whole contract
basis, liquidation shall be by
predesignated liquidation amounts or
liquidation percentages.

32.1005 Contract clauses.
(a) If performance-based contract fi-

nancing will be provided, the contract-
ing officer shall insert the clause at
52.232–32, Performance-Based Pay-
ments, in the solicitation and contract
with the description of the basis for
payment and liquidation as required in
32.1004.

(b) In solicitations for undefinitized
contracts, the contracting officer may
include the clause at 52.232–32, Per-
formance-Based Payments, with a pro-
vision that the clause is not effective
until the contract is definitized and the
performance-based payment schedule is
included in the contract.

32.1006 Agency approvals.
The contracting officer shall obtain

such approvals as are required by agen-
cy regulations.

32.1007 Administration and payment
of performance-based payments.

(a) Responsibility. The contracting of-
ficer responsible for administration of
the contract shall be responsible for re-
view and approval of performance-
based payments.

(b) Approval of financing requests. Un-
less otherwise provided in agency regu-
lations, or by agreement with the ap-
propriate payment official—

(1) The contracting officer shall be
responsible for receiving, approving,
and transmitting all performance-
based payment requests to the appro-
priate payment office; and

(2) Each approval shall specify the
amount to be paid, necessary contrac-
tual information, and the appropria-
tion account(s) (see 32.1004(c)) to be
charged for the payment.

(c) Reviews. The contracting officer is
responsible for determining what re-
views are required for protection of the
Government’s interests. The contract-
ing officer should consider the contrac-
tor’s 0experience, performance record,
reliability, financial strength, and the
adequacy of controls established by the
contractor for the administration of
performance-based payments. Based
upon the risk to the Government, post-
payment reviews and verifications
should normally be arranged as consid-
ered appropriate by the contracting of-
ficer. If considered necessary by the
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